(A) Presence of a facilities-based competitor

A Bell operating company meets the requirements of this subparagraph if it has entered mnto
one or more binding agreements that have been approved under section 232 of this utle
specifying the terms and conditions under which the Bell operating company is providing access
and interconnection to its network facilities for the ngtwork facilities of one or more unaffihated
competing providers of telephone exchange service (as defined in section 153(47)(A) of this title.
but excluding exchange access) to residential and business subscribers. For the purpose of this
subparagraph, such telephone exchange service may be offered by such competing providers
either exclusively over their own telephone exchange service facilities or predominantly over
their own telephone exchange service facilities in combination with the resale of the
telecommunications services of another carrier. For the purpose of this subparagraph. services
provided pursuant to subpart K of part 22 of the Commission's regulations (47 C.F.R. 22.901 et
seq.) shall not be considered to be telephone exchange services.

(B) Failure to request access

A Bell operating company meets the requirements of this subparagraph if, after 10 months after
February 8, 1996, no such provider has requested the access and interconnection described in
subparagraph (A) before the date which is 3 months before the date the company makes its
application under subsection (d)(1) of this section, and a statement of the terms and conditions
that the company generally offers to provide such access and interconnection has been approved
or permitted to take effect by the State commission under section 252(f) of this title. For
purposes of this subparagraph, a Bell operating company shall be considered not to have received
any request for access and interconnection if the State commission of such State certifies that the
only provider or providers making such a request have (i) failed to negotiate in good faith as
required by section 252 of this title, or (i) violated the terms of an agreement approved under
section 252 of this title by the provider's failure to comply, within a reasonable period of time,
with the implementation schedule contained in such agreement.

(2) Specific interconnection requirements

(A) Agreement required

A Bell operating company meets the requirements of this paragraph if, within the State for
which the authorization is sought--

(iYI) such company is providing access and interconnection pursuant to one or more
agreements described in paragraph (1)(A), or

(II) such company is generally offering access and interconnection pursuant to a statement
described in paragraph (1)(B), and

(ii) such access and interconnection meets the requirements of subparagraph (B) of this
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paragraph.

(B) Competitive checklist

Access or interconnection provided or generally offered by a Bell operating company to other
telecommunications carriers meets the requirements of this subparagraph if such access and

interconnection includes each of the following:

(i) Interconnection in accordance with the requirements of sections 251(c)(2) and 252(d)(1) of
this title.

(i) Nondiscriminatory access to network elements in accordance with the requirements of
sections 251(c)(3) and 252(d)(1) of ths title.

(iii) Nondiscriminatory access to the poles, ducts, conduits, and rights- of-way owned or
controlled by the Bell operating company at just and reasonable rates in accordance with the
requirements of section 224 of this title.

(iv) Local loop transmission from the central office to the customer's premises, unbundled
from local switching or other services.

(v) Local transport from the trunk side of a wireline local exchange carrier switch unbundled
from switching or other services.

(vi) Local switching unbundled from transport, local loop transmission, or other services.
(vii) Nondiscriminatory access to--

(I) 911 and E911 services;

(II) directory assistance services to allow the other carrier's customers to obtain telephone
numbers; and

(I1I) operator call completion services.

(viii) White pages directory listings for customers of the other camer's telephone exchange
service.

(ix) Until the date by which telecommunications numbering administration guidelines, plan, or
rules are established, nondiscriminatory access to telephone numbers for assignment to the other
carrier's telephone exchange service customers. After that date, compliance with such guidelines,
plan, or rules. -

(x) Nondiscriminatory access to databases and associated signaling necessary for call routing
and completion.



(xi) Unul the date by which the Commission 1ssues regulations pursuant to section 251 of this
title to require number portability, interim telecommunications number portability through
remote call forwarding, direct inward dialing trunks, or other comparable arrangements. with as
little impairment of functioning, quality. reliability, and convenience as possible. After that date.
full compliance with such regulations.

(xii) Nondiscriminatory access to such services or information as are necessary to allow the
requesting carrier to implement local dialing parity in accordance with the requirements of
section 251(b)(3) of this title.

(xiii) Reciprocal compensation arrangements in accordance with the requirements of section
252(d)(2) of this title.

(xiv) Telecommunications services are available for resale in accordance with the
requirements of sections 251(c)(4) and 252(d)(3) of this title.

(d) Administrative provisions
(1) Application to Commission

On and after February 8, 1996, a Bell operating company or its affiliate may apply to the
Commussion for authorization to provide interLATA services originating in any in-region State.
The application shall identify each State for which the authorization is sought.

(2) Consultation
(A) Consultation with the Attorney General

The Commission shall notify the Attorney General promptly of any application under
paragraph (1). Before making any determination under this subsection, the Commission shall
consult with the Attomney General, and if the Attorney General submits any comments in writing,
such comments shall be included in the record of the Commission's decision. In consulting with
and submitting comments to the Commission under this paragraph, the Attorney General shall
provide to the Commission an evaluation of the application using any standard the Attorney
General considers appropriate. The Commission shall give substantial weight to the Attorey
General's evaluation, but such evaluation shall not have any preclusive effect on any

Commission decision under paragraph (3).
(B) Consultation with State commissions
Before making any determination under this subsection, the Commission shall consult with the

State commission of any State that is the subject of the application in order to verify the
comphiance of the Bell operating company with the requirements of subsection (c) of this section.



(3) Determination

Not later than 90 days after receiving an application under paragraph (1). the Commission shall
1ssue a written determination approving or denying the authonzation requested in the application
for each State. The Commission shall not approve the authorization requested in an application

submitted under paragraph (1) unless 1t finds that--

(A) the petitioning Bell operating company has met the requirements of subsection (c)(1) of
this section and--

(i) with respect to access and interconnection provided pursuant to subsection (¢)(1)(A) of this
section, has fully implemented the competitive checklist in subsection (¢)(2)(B) of this section:

or

(ii) with respect to access and interconnection generally offered pursuant to a statement under
subsection (c)(1)(B) of this section, such statement offers all of the items included in the
competitive checklist in subsection (c)(2)(B) of this section;

(B) the requested authonzation will be carried out in accordance with the requirements of
section 272 of this title; and

(C) the requested authorization is consistent with the public interest, convenience, and
necessity.

The Commission shall state the basis for its approval or denial of the application.
(4) Limitation on Commission

The Commission may not, by rule or otherwise, limit or extend the terms used in the
competitive checklist set forth in subsection (c)(2)(B) of this section.

(5) Publication

Not later than 10 days after issuing a determination under paragraph (3), the Commission shall
publish in the Federal Register a bnief description of the determination.

(6) Enforcement of conditions
(A) Commuission authority
If at any time afier the approval of an application under paragraph (3), the Commission
determines that a Bell operating company has ceased to meet any of the conditions required for

such approval, the Commission may, after notice and opportunity for a hearing--

(i) 1ssue an order to such company to correct the deficiency;
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(ii) impose a penalty on such company pursuant to title V; or
(iii) suspend or revoke such approval.
(B) Receipt and review of complaints

The Commission shall establish procedures for the review of complaints concerning failures by
Bell operating companies to meet conditions required for approval under paragraph (3). Uniless
the parties otherwise agree, the Commission shall act on such complaint within 90 days.

(e) Limitations
(1) Joint marketing of local and long distance services

Until a Bell operating company is authorized pursuant to subsection (d) of this section to
provide interLATA services in an in-region State, or until 36 months have passed since February
8, 1996, whichever is earlier, a telecommunications carrier that serves greater than 5 percent of
the Nation's presubscribed access lines may not jointly market in such State telephone exchange
service obtained from such company pursuant to section 251(c)(4) of this title with interLATA
services offered by that telecommunications carrier.

(2) IntraLATA toll dialing parity
(A) Provision required

A Bell operating company granted authority to provide interLATA services under subsection
(d) of this section shall provide intral ATA toll dialing parity throughout that State coincident
with its exercise of that authonty.

(B) Limitation

Except for single-LATA States and States that have issued an order by December 19, 1995,
requiring a Bell operating company to implement intraLATA toll dialing parity, a State may not
require a Bell operating company to implement intralLATA toll dialing parity in that State before
a Bell operating company has been granted authority under this section to provide interLATA
services originating in that State or before 3 years after February 8, 1996, whichever is earlier.
Nothing in this subparagraph precludes a State from issuing an order requiring intraLATA toll
dialing parity in that State prior to either such date so long as such order does not take effect until
after the earlier of either such dates.

(f) Exception for previously authorized activities

Neither subsection (a) of this section nor section 273 of this title shall prohibit a Bell operating
company or affiliate from engaging, at any time after February 8, 1996, in any activity to the
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extent authorized by. and subject to the terms and conditions contained in. an order entered by
the United States District Court for the District of Columbia pursuant to section VII or VIIC) of
the AT&T Consent Decree if such order was entered on or before Februarv 8. 1996. 1o the extent
such order is not reversed or vacated on appeal. Nothing in this subsection shall be construed to
limit, or to impose terms or conditions on, an activity in which a Bell operating company' 1s
otherwise authorized to engage under any other provision of this section.

(g) Definition of incidental interL ATA services

For purposes of this section, the term "incidental interLATA services" means the interLATA
provision by a Bell operating company or its affiliate--

(1)(A) of audio programming, video programming, or other programming services to
subscribers to such services of such company or affiliate;

(B) of the capability for interaction by such subscribers to select or respond to such audio
programming, video programming, or other programming services;

(C) to distributors of audio programming or video programming that such company or affiliate
owns or controls, or is licensed by the copyright owner of such programming (or by an assignee
of such owner) to distribute; or

(D) of alarm monitoring services;

(2) of two-way interactive video services or Internet services over dedicated facilities to or for
elementary and secondary schools as defined in section 254(h)(5) of this title;

(3) of commercial mobile services in accordance with section 332(c) of this title and with the
regulations prescribed by the Commission pursuant to paragraph (8) of such section;

(4) of a service that permits a customer that is located in one LATA to retneve stored
information from, or file information for storage in, information storage facilities of such
company that are located in another LATA;

(5) of signaling information used in connection with the provision of telephone exchange
services or exchange access by a local exchange carrier; or

(6) of network control signaling information to, and receipt of such signaling information from,
common carriers offering interLATA services at any location within the area in which such Bell
operating company provides telephone exchange services or exchange access.

(h) Limitations

.The provisions of subsection (g) of this section are intended to be narrowly construed. The
intetLATA services provided under subparagraph (A), (B), or (C) of subsection (g)(1) of this
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section are himited to those interLATA transmissions incidental to the provision by a Bell
operating company or its affiliate of video, audio. and other programming services that the
company or its affiliate is engaged 1n providing to the public. The Commission shall ensure that
the provision of services authorized under subsection (g) of this section by a Bell operating
company or its affiliate will not adversely affect telephone exchange service ratepavers or
competition In any telecommunications market.
(1) Additional definitions

As used in this section--

(1) In-region State

The term "in-region State" means a State in which a Bell operating company or any of its

affiliates was authorized to provide wireline telephone exchange service pursuant to the
reorganization plan approved under the AT&T Consent Decree, as in effect on the day before

February 8, 1996.
(2) Audio programming services

The term "audio programming services” means programming provided by, or generally
considered to be comparable to programming provided by, a radio broadcast station.

(3) Video programming services; other programming services

The terms "video programming service” and "other programming services” have the same
meanings as such terms have under section 522 of this title.

(§) Certain service applications treated as in-region service applications

For purposes of this section, a Bell operating company application to provide 800 service,
private line service, or their equivalents that--

(1) terminate in an in-region State of that Bell operating company, and
(2) allow the called party to determine the interLATA carrier,

shall be considered an in-region service subject to the requirements of subsection (b)(1) of this
section.

§ 501. General penalty

Any person who willfully and knowingly does or causes or suffers to be done any act, matter, or
thing, 1n this chapter prohibited or declared to be unlawful, or who willfully and knowingly omits
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or fails to do any act. matter. or thing in this chapter required to be done. or willfully and
knowingly causes or suffers such omission or failure, shall. upon conviction thereof. be punished
for such offense, for which no penalty (other than a forfeiture) is provided in this chapter. by a
fine of not more than $10.000 or by impnsonment for a term not exceeding one vear. or both:
except that any person, having been once convicted of an offense punishable under this section.
who is subsequently convicted of violating any provision of this chapter punishable under this
section, shall be punished by a fine of not more than $10,000 or by imprisonment for a term not
exceeding two vears, or both.

§ 502. Violation of rules, regulations, etc.

Any person who willfully and knowingly violates any rule, regulation, restriction, or condition
made or imposed by the Commission under authority of this chapter, or any rule, regulation,
restriction, or condition made or imposed by any international radio or wire communications
treaty or convention, or regulations annexed thereto, to which the United States is or may
hereafter become a party, shall, in addition to any other penalties provided by law, be punished,
upon conviction thereof, by a fine of not more than $500 for each and every day during which
such offense occurs.

§ 503. Forfeitures
(a) Rebates and offsets

Any person who shall deliver messages for interstate or foreign transmission to any carrier, or
for whom as sender or receiver, any such carnier shall transmit any interstate or foreign wire or
radio communication, who shall knowingly by employee, agent, officer, or otherwise, directly or
indirectly, by or through any means or device whatsoever, receive or accept from such common
carrier any sum of money or any other valuable consideration as a rebate or offset against the
regular charges for transmission of such messages as fixed by the schedules of charges provided
for in this chapter, shall in addition to any other penalty provided by this chapter forfeit to the
United States a sum of money three times the amount of money so received or accepted and three
times the value of any other consideration so received or accepted, to be ascertained by the trial
court; and in the trial of said action all such rebates or other considerations so received or
accepted for a period of six years prior to the commencement of the action, may be included
therein, and the amount recovered shall be three times the total amount of money, or three times
the total value of such consideration, so received or accepted, or both, as the case may be.

(b) Activities constituting violations authorizing imposition of forfeiture penalty; amount of
penalty; procedures applicable; persons subject to penalty; liability exemption period

(1) Any person who is determined by the Commission, in accordance with paragraph (3) or (4)
of this subsection, to have--
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(A) willfully or repeatediy failed to comply substantially with the terms and conditions of an)
license, permit. certificate, or other instrument or authonzation issued by the Commussion:

(B) willfully or repeatedly failed to comply with any of the provisions of this chapter or of an)
rule, regulation, or order issued by the Commission under this chapter or under any treaty.
convention, or other agreement to which the United States 1s a party and which 1s binding upon

the United States,

(C) violated any provision of section 317(c) or 509(a) of this title; or
(D) violated any provision of section 1304, 1343, or 1464 of Title 18;

shall be liable to the United States for a forfeiture penalty. A forfeiture penalty under this
subsection shall be in addition to any other penalty provided for by this chapter; except that this
subsection shall not apply to any conduct which is subject to forfeiture under subchapter II of this
chapter, part II or Il of subchapter III of this chapter, or section 507 of this title.

(2)(A) If the violator is (i) a broadcast station licensee or permittee, (i) a cable television
operator, or (iii) an applicant for any broadcast or cable television operator license, permit,
certificate, or other instrument or authorization issued by the Commission, the amount of any
forfeiture penalty determined under this section shall not exceed $25,000 for each violation or
each day of a continuing violation, except that the amount assessed for any continuing violation
shall not exceed a total of $250,000 for any single act or failure to act described in paragraph (1)
of this subsection.

(B) If the violator is a common carrier subject to the provisions of this chapter or an applicant
for any common carrier license, permit, certificate, or other instrument of authorization issued by
the Commission, the amount of any forfeiture penalty determined under this subsection shall not
exceed $100,000 for each violation or each day of a continuing violation, except that the amount
assessed for any continuing violation shall not exceed a total of $1,000,000 for any single act or
failure to act described in paragraph (1) of this subsection.

(C) In any case not covered in subparagraph (A) or (B), the amount of any forfeiture penalty
determined under this subsection shall not exceed $10,000 for each violation or each day of a
continuing violation, except that the amount assessed for any continuing violation shall not
exceed a total of $75,000 for any single act or failure to act described in paragraph (1) of this

subsection.

(D) The amount of such forfeiture penaity shall be assessed by the Commission, or its designee,
by written notice. In determining the amount of such a forfeiture penalty, the Commission or its
designee shall take into account the nature, circumstances, extent, and gravity of the violation
and, with respect to the violator, the degree of culpability, any history of prior offenses, ability to
pay, and such other matters as justice may require.

(3)(A) At the discretion of the Commission, a forfeiture penalty may be determined against a
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person under this subsection after notice and an opportunity for a hearing before the Commussion
or an administrative law judge thereof In accordance with section 554 of Title 3. Any person
against whom a forfeiture penalty 1s determined under this paragraph may obtain review thereof
pursuant to section 402(a) of this title.

(B) If any person fails to pay an assessment of a forfeiture penalty determined under
subparagraph (A) of this paragraph. after it has become a final and unappealable order or after
the appropriate court has entered final judgment in favor of the Commission, the Commission
shall refer the matter to the Attorney General of the United States, who shall recover the amount
assessed in any appropriate district court of the United States. In such action, the validity and
appropriateness of the final order imposing the forfeiture penalty shall not be subject to review.

(4) Except as provided in paragraph (3) of this subsection, no forfeiture penalty shall be imposed
under this subsection against any person unless and until--

(A) the Commission issues a notice of apparent liability, in writing, with respect to such
person;

(B) such notice has been received by such person, or until the Commission has sent such notice
to the last known address of such person, by registered or certified mail; and

(C) such person is granted an opportunity to show, in writing, within such reasonable period of
time as the Commission prescribes by rule or regulation, why no such forfeiture penalty should
be imposed.

Such a notice shall (i) identify each specific provision, term, and condition of any Act, rule,
regulation, order, treaty, convention, or other agreement, license, permit, certificate, instrument,
or authorization which such person apparently violated or with which such person apparently
failed to comply; (ii) set forth the nature of the act or omission charged against such person and
the facts upon which such charge is based; and (iii) state the date on which such conduct
occurred. Any forfeiture penalty determined under this paragraph shall be recoverable pursuant
to section 504(a) of this title.

(5) No forfeiture liability shall be determined under this subsection against any person, if such
person does not hold a license, permit, certificate, or other authorization issued by the
Commission, and if such person is not an applicant for a license, permit, certificate, or other
authorization issued by the Commission unless, prior to the notice required by paragraph (3) of
this subsection or the notice of apparent liability required by paragraph (4) of this subsection,
such person (A) is sent a citation of the violation charged; (B) is given a reasonable opportunity
for a personal interview with an official of the Commission, at the field office of the Commuission
which is nearest to such person's place of residence; and (C) subsequently engages in conduct of
the type described in such citation. The provisions of this paragraph shall not apply, however, if
the person involved is engaging in activities for which a license, permit, certificate, or other
authonzation is required, or is a cable television system operator, if the person involved is
transmitting on frequencies assigned for use in a service in which individual station operation is
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authorized by rule pursuant to section 307(e) of this title, or in the case of violatnons of section
303(q) of this title, if the person involved is a nonlicensee tower owner who has previousiyv
received notice of the obligations imposed by section 303(q) of this title from the Commission or
the permittee or licensee who uses that tower. Whenever the requirements of this paragraph are
satisfied with respect to a particular person, such person shall not be entitled to receive any
additional citation of the violation charged, with respect to any conduct of the rype described 1n
the citation sent under this paragraph.

(6) No forfeiture penalty shall be determined or imposed against any person under this
subsection if--

(A) such person holds a broadcast station license issued under subchapter III of this chapter and
if the violation charged occurred--

(i) more than 1 year prior to the date of issuance of the required notice or notice of apparent
lhability; or
(ii) prior to the date of commencement of the current term of such license,

whichever is earlier; or

(B) such person does not hold a broadcast station license issued under subchapter III of this
chapter and if the violation charged occurred more than 1 year prior to the date of issuance of the
required notice or notice of apparent liability.

For purposes of this paragraph, "date of commencement of the current term of such license"”
means the date of commencement of the last term of license for which the licensee has been
granted a license by the Commission. A separate license term shall not be deemed to have
commenced as a result of continuing a license in effect under section 307(c) of this title pending
decision on an application for renewal of the license.
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CODE OF FEDERAL REGULATION
TITLE 47-TELECOMMUNICATION
CHAPTER I-FEDERAL COMMUNICATIONS COMMISSION

§ 22.909 Cellular markets.

Cellular markets are standard geographic areas used by the FCC for administrative convenience

in the licensing of cellular systems. Cellular markets comprise Mewopolitan Statistical Areas
(MSA ) and Rural Service Areas (RSAs). All cellular markets and the counties they compnse are
listed in Public Notice Report No. CL-92-40 "Common Carrier Public Mobile Services
Information. Cellular MSA/RSA Markets and Counties". dated January 24. 1992. DA 92-109. 7
FCC Rcd 742 (1992).

(a) MSAs. Metropolitan Statistical Areas are 306 areas, including New England County

Metropolitan Areas and the Gulf of Mexico Service Area (water area of the Gulf of Mexico,
border is the coastline), defined by the Office of Management and Budget, as modified by the

FCC.

(b) RSAs. Rural Service Areas are 428 areas, other than MSAs, established by the FCC.

§ 61.47 Adjustments to the SBI; pricing bands.
(a) In connection with any price cap tariff filing proposing changes in the rates of services in
service categories, subcategories, or density zones, the carrier must calculate an SBI value for

each affected service category, subcategory, or density zone pursuant to the following
methodology:

SBI subt = SBI subt super-1 [Sigma subi v subi (P subt /P subt super-1) subi ]
where

SBI subt = the proposed SBI value,

SBI subt super-1 = the existing SBI value,
P subt = the proposed price for rate element "1."

P subt super-1 = the existing price for rate element "i," and

v subi = the current estimated revenue weight for rate element "i," calculated as the ratio of the

base period demand for the rate element "i" priced at the existing rate, to the base period demand
for the entire group of rate elements comprising the service category priced at existing rates.
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(b) New services that are added to existing service categories or subcategories must be included
in the appropriate SBI calculations under paragraph (a) of this section beginning at the first
annual price cap tariff filing following completion of the base period in which they are
introduced. This index adjustment requires that the demand for the new service during the base
period must be included in determining the weights used in calculating the SBI.

(¢) In the event that the introduction of a new service requires the creation of a new service
category, a new SBI must be established for that service category or subcategory beginning at the
first annual price cap tariff filing following completion of the base period in which the new
service is introduced. The new SBI should be initialized at a value of 100, corresponding 10 the
service category rates in effect the last day of the base period. and thereafter should be adjusted

as provided in paragraph (a) of this section.

(d) Any price cap tariff filing proposing rate restructuring shall require an adjustment to the
affected SBI pursuant to the general methodology described in paragraph (a) of this section. This
adjustment requires the conversion of existing rates in the rate element group into rates of
equivalent value under the proposed structure, and then the comparison of the existing rates that
have been converted to reflect restructuring to the proposed restructured rates. This calculation
may require use of carrier data and estimation techniques to assign customers of the preexisting
service to those services (including the new restructured service) that will remain or become

available after restructuring.

(e) Pricing bands shall be established each tariff year for each service category and subcategory
within a basket. Each band shall limit the pricing flexibility of the service category, subcategory,
as reflected in the SBI, to an annual increase of a specified percent listed in this paragraph,
relative to the percentage change in the PCI for that basket, measured from the levels in effect on
the last day of the preceding tariff year. For local exchange carriers subject to price cap
regulation as that term is defined in § 61.3(x), there shall be no lower pricing band for any
service category or subcategory.

(1) Five percent:

(i) Local switching (traffic sensitive basket)

(ii) Information (traffic sensitive basket)

(iii) Database Access services (traffic sensitive basket)

(iv) 800 Database Vertical Services subservice (traffic sensitive basket)

(v) Billing Name and Address (traffic sensitive basket)

(vi) Local switching trunk ports (traffic sensitive basket)

(vii) Signalling Transfer Point Port Termination (traffic sensitive basket)
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(viii) Voice grade (trunking basket)

(ix) Audio/Video (trunking basket)

(x) Total High Capacity (runking basket)

(xi) DS1 subservice (trunking basket)

(xii) DS3 subservice (trunking basket)

(xit1) Wideband (trunking basket)

(2) Two percent:

(i) Tandem-Switched Transport (Trunking basket)

(i1) Signalling for Tandem Switching (Trunking basket)

(3) Zero percent: Interconnection charge (Trunking basket)

(f) A local exchange carrier subject to price cap regulation may establish density zones pursuant

to the requirements set forth in § 69.123 of this chapter, for any service in the trunking basket,
other than the interconnection charge set forth in § 69.124 of this chapter. The pricing flexibility
of each zone shall be limited to an annual increase of 15 percent, relative to the percentage
change in the PCI for that basket, measured from the levels in effect on the last day of the
preceding tariff year. There shall be no lower pricing band for any density zone.

(8), (h) [Reserved]
(i)(1) [Reserved]

(2) Effective January 1, 1998, notwithstanding the requirements of paragraph (a) of this section,
and subject to the limitations of § 61.45() if a local exchange carrier is recovering
interconnection charge revenues through per- minute rates pursuant to § 69.155 of this chapter,
any reductions to the PCI for the basket designated in § 61.42(d)(3) resulting from the
application of the provisions of § 61.45(b) and the formula in § 61.44(b) and from the application
of the provisions of § 61.45(i)(1) and (i)(2) shall be directed to the SBI of the service category

designated in § 61.42(e)(2)(vi).

(3) Through December 31, 1997, the SBI reduction required by paragraph (i)(1) of this section
shall be determined by dividing the sum of the dollar amount of any PCI reduction required by §
61.45(1)(1) by the dollar amount associated with the SBI for the service category designated in §
61.42(e)(2)(vi), and multiplying the SBI for the service category designated in § 61.42(e)(2)(vi)
by one minus the resulting ratio.
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(4) Effective January 1. 1998. the SBI reduction required by paragraph (i)(2) of this section shall
be determined by dividing the sum of the dollar amount of anv PCI reduction required by § 61.43
(i)(1) and (1)(2). by the dollar amount associated with the SBI for the service category designated
in § 61.42(e)(2)vi), and multiplying the SBI for the service category designated in §
61.42(e)(2)(v1) by one minus the resulting ratio.

() The calculation of the SBI for the service category designated in § 61.42(e)(2)(vi) shall
include any residual interconnection charge revenues recovered pursuant to §§ 69.153 and
69.155 of this chapter.

(k) In no case shall a price cap local exchange carner include data associated with services
offered pursuant to contract tariff in the calculations required by this section.

§ 61.49 Supporting information to be submitted with letters of transmittal for tariffs of carriers
subject to price cap regulation.

(H)(1) [Reserved]

(2) Each tariff filing submitted by a price cap LEC that introduces a new loop-based service, as
defined in § 61.3(pp) of this part-—-including a restructured unbundled basic service element
(BSE), as defined in § 69.2(mm) of this chapter, that constitutes a new loop-based service--that is
or will later be included in a basket, must be accompanied by cost data sufficient to establish that
the new loop-based service or unbundled BSE will not recover more than a just and reasonable
portion of the carrier's overhead costs.

(3) A price cap LEC may submit without cost data any tariff filings that introduce new services,
other than loop-based services.

(4) A price cap LEC that has removed its corridor or interstate intraLATA toll services from its
interexchange basket pursuant to § 61.42(d)(4)(ii), may submit its tariff filings for corridor or
interstate intraLATA toll services without cost data.

(g) Each tanff filing submitted by a local exchange carrier subject to price cap regulation that
introduces a new loop-based service or a restructured unbundled basic service element (BSE), as
defined in § 69.2(mm) of this chapter, that is or will later be included in a basket, or that

introduces or changes the rates for connection charge subelements for expanded interconnection,
as defined in § 69.121 of this chapter, must also be accompanied by:

(1) The following, including complete explanations of the bases for the estimates.

(1) A study containing a projection of costs for a representative 12 month period; and
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(ii) Estimates of the effect of the new tariff on the raffic and revenues from the service to which
the new tariff applies. the carrier's other service classifications. and the carrier's overall traffic
and revenues. These estimates must include the projected effects on the traffic and revenues 1or
the same representative 12 month penod used in paragraph (g)(1)(i) of this section.

(2) Working papers and statistical data.

(i) Concurrently with the filing of any tariff change or tariff filing for a service not previously
offered, the Chief. Tariff and Pricing Analysis Branch must be provided two sets of working
papers containing the information underlying the data supplied in response to paragraph (h)(1) of
this section, and a clear explanation of how the working papers relate to that information.

(11) All statistical studies must be submitted and supported in the form prescribed in § 1.363 of
the Commission's rules.

§ 69.123 Density pricing zones for special access and switched transport.

(a)(1) Incumbent local exchange carriers not subject to price cap regulation may establish a
reasonable number of density pricing zones within each study area that is used for purposes of
jurisdictional separations, in which at least one interconnector has taken the subelement of
connection charges for expanded interconnection described in § 69.121(a)(1).

(2) Such a system of pricing zones shall be designed to reasonably reflect cost-related
characteristics, such as the density of total interstate traffic in central offices located in the
respective zones.

(3) Non-price cap incumbent local exchange carriers may establish only one set of density
pricing zones within each study area, to be used for the pricing of both special and switched
access pursuant to paragraphs (c) and (d) of this section.

(b)(1) Incumbent local exchange carriers subject to price cap regulation may establish any
number of density zones within' a study area that is used for purposes of jurisdictional
separations, provided that each zone, except the highest-cost zone, accounts for at least 15
percent of that carrier's trunking basket revenues within that study area, calculated pursuant to
the methodology set forth in § 69.725.

(2) Price cap incumbent local exchange carriers may establish only one set of density pricing
zones within each study area, to be used for the pricing of all services within the trunking basket

for which zone density pricing is permitted.
(3) An access service subelement for which zone density pricing is permitted shall be deemed to

be offered in the zone that contains the telephone company location from which the service is
provided.
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(4) An access service subelement for which zone density pricing is permitted which 1s providec
1o a customer between telephone company locations shall be deemed to be offered in the highest
priced zone that contains one of the locations berween which the service is offered.

(c) Notwithstanding § 69.3(e)}(7) of this chapter. in study areas in which at least one
interconnector has taken a cross-connect. as described in § 69.121(a)(1) of this chapter. for the
ransmission of interstate special access traffic. telephone companies may charge rates for special
access subelements of DS1. DS3. and such other special access services as the Commission may
designate, that differ depending on the zone in which the service is offered. provided that the
charges for any such service shall not be deaveraged within any such zone.

(1) A special access service subelement shall be deemed to be offered in the zone that contains
the telephone company location from which the service is provided.

(2) A special access service subelement provided to a customer between telephone company
locations shall be deemed to be offered in the highest priced zone that contains one of the
locations between which the service is offered.

(d) Notwithstanding § 69.3(e)(7) of this chapter, in study areas in which at least one
interconnector has taken a cross-connect, as described in § 69.121(a)(1) of this chapter, for the
transmission of interstate switched traffic, or is using collocated facilities to interconnect with
telephone company interstate switched transport services, telephone companies may charge rates
for subelements of direct-trunked transport, tandem-switched transport, entrance facilities, and
dedicated signalling transport that differ depending on the zone in which the service is offered,
provided that the charge for any such service shall not be deaveraged within any such zone.
Telephone companies may not, however, charge rates for the interconnection charge that differ
depending on the zone in which the service is offered.

(1) A switched transport service subelement shall be deemed to be offered in the zone that
contains the telephone company location from which the service is provided.

(2) A switched transport service subelement provided to a customer between telephone company
locations shall be deemed to be offered in the highest priced zone that contains either of the

locations between which the service is offered.

(e)(1) Telephone companies not subject to price cap regulation may charge a rate for each
service in the highest priced zone that exceeds the rate for the same service in the lowest priced
zone by no more than fifteen percent of the rate for the service in the lowest priced zone during
the period from the date that the zones are initially established through the following June 30.
The difference between the rates for any such service in the highest priced zone and the lowest
priced zone in a study area, measured as a percentage of the rate for the service in the lowest
priced zone, may increase by no more than an additional fifieen percentage points in each
succeeding year, measured from the rate differential in effect on the last day of the preceding
tariff year.
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(2) Notwithstanding § 69.3(e)(7). incumbent local exchange carriers subject to price cap
regulation may charge different rates for services in different zones pursuant to § 61.47(f) of thus
chapter, provided that the charges for anv such service are not deaveraged within any such zone.

(H(1) An incumbent local exchange carrier that establishes density pricing zones under this
section must reallocate additional amounts recovered under the interconnection charge prescribed
in § 69.124 of this subpart to facilities- based transport rates. 1o reflect the higher costs of serving
lower density areas. Each incumbent local exchange carrier must reallocate costs from the
interexchange charge each time it increases the ratio between the prices in its lowest-cost zone
and any other zone in that study area.

(2) Any incumbent local exchange carrier that has already deaveraged its rates on January 1.
1998 must reallocate an amount equivalent to that described in paragraph (f)(1) of this section
from the interconnection charge prescribed in § 69.124 to its transport services.

(3) Price cap local exchange carriers shall reassign to direct-trunked transport and
tandem-switched transport categories or subcategories interconnection charge amounts
reallocated under paragraph (f)(1) or (f)(2) of this section in a manner that reflects the way
density pricing zones are being implemented by the incumbent local exchange carrier.

§ 69.4 Charges to be filed.

(g)(1) Local exchange carriers subject to price cap regulation, as that term is defined in § 61.3(x)
of this chapter, may establish appropriate rate elements for a new service, within the meaning of
§ 61.3(t) of this chapter, in any tariff filing with a scheduled effective date after October 22,

1999.

(1) The establishment of the new rate element or elements would be in the public interest; or

(i1) Another local exchange carrier has previously obtained permission to establish one or more

rate elements identical to those proposed in the petition to offer the identical service; and the
original petition did not rely upon a competitive showing as part of the public interest
justification.

(2) The Chief, Common Carrier Bureau shall issue a Public Notice of the filing of a petition
under paragraph (g)(1)(ii) of this section. Parties may file comments in response to such a
petition within seven days of the Public Notice. The local exchange carrier shall have authonty
to introduce new rate elements under paragraph (g)(1)(ii) of this section, after the expiration of
ten days from issuance of the Public Notice, unless the Chief, Common Carrier Bureau informs
the LEC that the LEC has not demonstrated that its new service meets the standards of paragraph
(g)(1)(ii) of this section. The incumbent LEC may then file one subsequent petition for
authorization of that service under paragraph (g)(1)(ii) of this section.
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